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and explained in relation to the subject prop-
erty to indicate the reasoning behind the ap-
praiser’s final value estimate from this ap-
proach.

14. VALUE ESTIMATE BY COST AP-
PROACH, IF APPLICABLE. This section
shall be in the form of computative data, ar-
ranged in sequence, beginning with reproduc-
tion or replacement cost, and shall state the
source (book and page if a national service)
of all figures used. The dollar amounts of
physical deterioration and functional and
economic obsolescence, or the omission of
same, shall be explained in narrative form.
This procedure may be omitted on improve-
ments, both real and personal, for which
only a salvage or scrap value is estimated.

15. VALUE ESTIMATE BY INCOME AP-
PROACH, IF APPLICABLE. This shall in-
clude adequate factual data to support each
figure and factor used and shall be arranged
in detailed form to show at least (a) esti-
mated gross economic rent or income; (b) al-
lowance for vacancy and credit losses; (c) an
itemized estimate of total expenses includ-
ing reserves for replacements.

Capitalization of net income shall be at the
rate prevailing for this type of property and
location. The capitalization technique,
method and rate used shall be explained in
narrative form supported by a statement of
sources of rates and factors.

16. INTERPRETATION AND CORRELA-
TION OF ESTIMATES. The appraiser shall
interpret the foregoing estimates and shall
state his reasons why one or more of the con-
clusions reached in items (13), (14), and (15)
are indicative of the market value of the
property.

17. CERTIFICATION. This shall include
statement that Contractor has no undis-
closed interest in property, that he has per-
sonally inspected the premises, date and
amount of value estimate, etc.

PART IV—EXHIBITS AND ADDENDA

18. LOCATION MAP. (Within the city or
area)

19. COMPARATIVE MAP DATA. Show geo-
graphic location of the appraised property
and the comparative parcels analyzed.

20. DETAIL OF THE COMPARATIVE
DATA.

21. PLOT PLAN.

22. FLOOR PLANS. (When needed to ex-
plain the value estimate.)

23. OTHER PERTINENT EXHIBITS.

24. QUALIFICATIONS. (Of all Appraisers
and/or Technicians contributing to the re-
port.)

(2) The following exceptions are made
to the above format:

(i) Estate, either a copy of the estate
appraised should be included in the re-
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port or by reference in the report to
the appropriate estate.

(if) Legal description must be in-
cluded in the appraisal report, either in
the body or as an exhibit.

(3) Photographs of important build-
ings and unusual land conditions are
considered an integral part of each ap-
praisal report. Judgment should be ex-
ercised in conserving time and expense,
and several small buildings can often
be covered in one photograph. The use
of color film and photographs is en-
couraged, especially wherein develop-
ment cost either “in-house’” or by out-
side firms is reasonable.

(d) Brief Appraisals. (1) Brief narrative
appraisal reports, of a one-to-four page
composition, are authorized for use in
many instances wherein the evaluation
or per annum rental value does not ex-
ceed $3,600. The use of this type of re-
port is encouraged and authorized for:

(i) Family housing appraisals, (ii)
inleasing of privately-owned quarters
and outleasing of government-owned
quarters to civilian tenants, (iii) the
purchasing or leasing of undeveloped
land, (iv) rentals of small office-type
space (example: Recruiting facilities),
(v) rights of way for utility lines and
roadways, (vi) leases; easements, and
(vii) other minor interests in real prop-
erty.

(2) Appraisals exceeding $2,000 per
annum rental are subject to the Econ-
omy Act, and the fee value must be
shown if improvements are included. A
brief or short form-type of appraisal is
adequate.

(3) All appraisals will be supported by
at least three comparable sales or rent-
als of similar properties. A narrative
discussion of each will be included. In
bulk acquisition projects the use of
prepared sales data sheets is authorized
and encouraged. Each sale or rental
must be discussed and compared to the
subject property within the narrative
of the report.

(4) Brief narrative appraisals will be
reviewed under the same requirements
as normal appraisal reports.

§644.43 Gross appraisals.

(a) Preparation. (1) The gross ap-
praisal sections of real estate design
memoranda and planning reports are
subject to minute scrutiny by higher
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authority in the Department of De-
fense and by Congressional Commit-
tees. It is essential that they be me-
ticulously prepared to reflect actual
market conditions and unit prices.

(2) Each gross appraisal will be sup-
ported by detailed analyses of an ade-
quate number of typical comparable
sales. Each index sale will be analyzed
to show various land classifications
and values, building contribution esti-
mates and other relevant information.
The sales prices should be verified by
someone having knowledge of the
transaction.

(3) Where letter-type or brief real es-
tate design memoranda on civil works
projects are submitted, comparable
sales data will be presented in one of
the following methods:

(i) Be submitted within the report in
a brief manner, with at least three
truly comparable sales discussed in
narrative form and comparisons shown
to the subject lands covered by the
memorandum.

(ii) Be referenced to the last real es-
tate design memorandum issued on the
same project and if values have
changed in the interim, additional
sales data submitted to support the
changes. If the last design memo-
randum is over a year old, new sup-
porting data must be submitted.

§644.44 Fee appraisals.

(a) Definitions and Procedures. (1) The
complete and unrestricted ownership of
all the rights to the full use and enjoy-
ment of a parcel of real estate is called
the ‘“fee simple estate.”” An appraisal of
this interest is referred to as ‘‘Fee
Value.”

(2) Most fee appraisals require the
use of all three of the standard ap-
praisal approaches.

(b) Applicability. Appraisals of the fair
market value of the free and clear fee
title to the subject property is nec-
essary in the greatest majority of the
Corps of Engineers’ real estate respon-
sibilities be it acquisition (full or par-
tial), disposal, inleasing, outleasing,
rentals, etc. In almost every case the
monetary value of the required estate
and interest is based on the fee value of
the property; therefore, the Corps’
greatest appraisal requirement is for
fee appraisals.

§644.44

(c) Approaches. (1) It is recommended
that whenever possible all three of the
standard appraisal approaches, Cost-
Market-Income, be used in a fee ap-
praisal. However, if due to the type of
property, is is not practical, beneficial,
or necessary to use a particular ap-
proach, the appraiser is required to in-
dicate in his report that consideration
was given to its use and discuss why it
was not used.

(2) In the Cost Approach it is ex-
tremely important that the appraiser
document all items of costs for devel-
opment, construction, utilities, etc. It
also is extremely important that he
fully consider all forms of depreciation
such as physical deterioration, func-
tional obsolescence, economic obsoles-
cence, etc., and justify his methods and
factors used in developing his deprecia-
tion factors.

(3) The Market Approach or Com-
parative method of appraisal is the
most direct approach to a market
value estimate and is preferred above
all others. It is basically an application
of the principle of substitution wherein
the sales of similar type properties are
analyzed to develop a price at which an
equally desirable and similar property
can be obtained. It involves the collec-
tion and analyzing of current sales of
comparable properties and comparing
these sales to the subject property.
Since no two properties are identical,
the appraiser must make adjustments
for differences between the two. Ad-
justments may be by a dollar amount
(per unit, per acre, or lump sum) or on
a percentage basis. Full support and
justification must be given for each
amount. Adjustments may be shown ei-
ther by a tabular analysis or by a nar-
rative discussion.

(4) The market value of an income-
producing property is quite often gov-
erned by the net income it will
produce. The fair market value may be
estimated by developing the expected
net income and processing it into a
value estimate by use of an appropriate
capitalization rate. The keynote of this
approach lies in the sound development
of a proper rate. The appraiser must
have a basic knowledge of the principle
and techniques involved and must be
certain that he has adequate data to
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